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a reserve equal to 35 per cent, of its notes and current account
balances together, but this did not affect the Bank's policy
and it began immediately to accumulate a reserve far in excess
of the legal percentage.

German banking

Turning from France to Germany, we find that at the opening
of the nineteenth century banking and the credit system were
in a much more backward condition in the latter country than
in the former, due probably to the generally lower economic
position of the German States. It is true that the Bank which
ultimately became the central bank of the German Reich was
already well established, but it stood almost alone. The Bank
of France was established by Napoleon in 1800, the Bank of
Prussia by Frederick the Great in 1765. But while the former
had a considerable measure of independence, discounted bills
by the issue of notes and with money obtained from ordinary
customers on deposit, and encountered formidable competition
at the outset from several rival institutions, the latter was from
the first definitely a state bank, entirely controlled by the Gov-
ernment, who owned the whole of the capital. It established
at an early period a substantial discount business, but the bulk
of its funds came from deposits made by various departments
of state.

The history of the modern German credit system can scarcely
be said to begin until after the Napoleonic Wars. The great
industrial and commercial expansion which occurred in the
second quarter of the century was accompanied by the founda-
tion of banks in most of the states and many of the larger cities
somewhat after the model of the departmental banks in France.
Most of them were established under charters or laws granted
or passed by the governing bodies of the states or cities in which
they were set up. In some cases the charter was for a limited
period, and in most cases it granted a monopoly of note issue
under various restrictions, though often the restrictions were by
no means adequate to prevent over-issue. Most of the capital
was obtained by public subscription. Sometimes the State or